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.S5CO Business Environment
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ESCO Project Challenges
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Hard to sell ongoing relations

* Long project sales cycle
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1ard to establish credibility

- Don’t believe savings potential
- Require expensive feasibility studies



Challenge: Financial Decisions

* Puzzling complex deals

nfamiliar contracts, terms and risks

costs of delays
Volatile utility costs
— Volatile interest rates

® Excuses
— Rates could decline
- Government could finance directly




Challenge: Little Recognition




ipS
11

h

10NS
Ings we

Relati

loyal to hardware

5

s ?m%h;

»W.ka..? e e e e e e
e

GG A e GG LS S e

Challenge

Buyers do not operate build

e

e e e e e e e e e

. . . = . . .. ... . ... .. .

...
e .

* Compete for each project

S L

e e o e e

SHCC e



EPA Provides Help

* www.energystar.gov




Energy Costs Iin Context

Commercial Sector

* 30% of energy used is
“waste” energy

* Devoted 30% of operating
budgets to energy

pe g s==s== ¢ Generates 17% of US CO;
6 = - emissions




Number of Buildings

Huge Variation in Energy Performance

v" Normalized energy intensity varies

v Age and equipment are not predictors

86 | 121 166 340

< >
Best Performers Energy Intensity Worst Performers

(kBtu/ft2-year)
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National Energy Performance Rating

MPG high or low for an
automobile?

Is 80 kBtu/SF/YR high or low
for a building?

Energy
Efficiency
1-100



National Energy Performance Rating

* Normalizes building energy consumption
eather, hours, occupant density, plug load
ding “mpg” rating

chmarks for comparison
— Similar buildings in national stock

ecognizes top performing buildings
— Top 25% quality for ENERGY STAR
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K-12 Schools
| Offices
Post Offices

Medica
Residence Halls/
Dormitories

ble Space Types

Offices
general, courthouse,

bank branch, financial
center
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Required Information

e Address

- Zip Code for weather normalization

onsumption

consecutive months for each source

'* Space Type Data

-Industry specific
* K-12 Schools

-Square footage, hours of operation, number of PCs,
occupancy




Use the Rating to:

* Establish portfolio baseline

‘Track performance over time

Verity gains from upgrade efforts
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Large-scale Benchmark
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— SACIA in Southwest Connecticut




PR

o

e

i

o
1
s
1

1

¢S
o

Gai
o

v
s
T
i

e

e

farte

e

;-
T

Fle e

et

A

A

Changing the Marketplace

* Motivates large populations of customers who are
difficult to reach efficiently

government facilities
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- Avoid public embarrassment
— Validates proprietary tool results






Cash Flow Opportunity Calculator

* Simple to use
es cost of delay

1stomers can confirm results

25

~ o Answers...

- How much equipment can be purchased from savings
— Whether it is better to wait and use future cash
- If money is being lost waiting for better interest rate




Cash Flow Opportunity Calculator

ENERGY STAR® CASH FLOW OPPORTUNITY Calculator
from the US Environmental Protection Agency.

This spreadsheet is designed to work with Microsoft Excel 97 or later
versions. It may not work properly with earlier versions. It is best viewed
with 1024 x768 pixels resolution.

ENERGY STAR®

"ASH FLOW
OPPORTUNITY

Version 1.1

FPlease send any comiments to Melissa Payne, ERERGY STAR Mational Manager, at payne.melissaigdepa. qow.

Disclaimer

ttp://www.energystar.gov/ia/business/bus_financing_cfo_calculator.xls



CFOC: Overview

FIRST APPROXIMATION DATA ENTRY TABLE I

Hame Example organization with multiple facilities adding up to 1 million SF

Select Scenario First Approgimation

Sample Values Sample Values

Annual Energy
Costs [$] - Al
S5F Fuel Types

Total Energy Weighted Total Potential
Cost [($] - Al Savings Target Annual Savings
Total 5F Fuel : 3

EMEFRGY STAR &= rok guarantee that your pr z th i e audit performed by a qualified engineering organization

ta Entry { Investmerit Valus Cash Flow £ Cost of Dels€ £ Summary /




CFOC: Investment Value

FIRST APPROXIMATION INVESTMENT OPPORTUNITY

Annual Utility B $100,000 $900,000 $1,000,000
Annual Potential S $15,000 $270,000 $285,000
Potential Annual Savings = Cash Flow Opportunity

: = What Can This Annual Cash Flow Buy? : -

Taken from operating funds, these savings could without increasing today's capital and operating
finance energy projects equal to: budgets.

and long-
g use ofthe

“MAarket Trends in the LS




CFOC: Investment Value

FIRST APPROXIMATION INVESTMENT OPPORTUNITY

Annual Utility Bills : $900,000 $1,000,000
Annual Potential 4s $15,000 $270,000 $285,000
Potential Annual Savings = Cash Flow Opportunity

Use Sample Values ]
: : What Can This Annual Cash Flow Buy? - -

uming an interest rate of
uming a term of

sed to pay energy investments

Taken from operating funds, these savings cu::!":‘ 1“.'ithuut increasing today’s capital and operating
finance energy projects equai w.— —uudgets.

Cantribution that your operating budget can make : Median proj rment ranges

S BRETQY IMproverne nts

Simple Payback
Waonth(s)

“flarket Trends in the LS. ESCO Industry: Fesults from the MAESCO Database Project [http:fwwen o.orgfESCO_Mkt_Trends_final. pdf), I




CFOC: Simple Payback

Cumulative Cash Flow Impact Comparison

— et
Year(s) postponed l_‘




CFOC: Net Present Value

FIRST APPROXIMATION CASH FLOW OPPORTUNITY

Use Inve stiment

-y Ll U )

Interest rate :i

-

- - "
Financing term =
Year(s) postponed

$1,042,136 $883,170 =



CFOC: Break-Even Point

FIRST APPROXIMATION COST OF DE
Comparative Interest Rate Analysis Values Balance at Amount lost

beginning of in monthihyr Balance at
month utility bills end of month

Interest rate of immediate Financing
Interest rate of a lower financing

Cost of the equipment $51. 400

Simple paghack

Potential annual savings
Term of financing
Lower interest rate sat
ukili

Break-Even Point

R | |
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CFOC: Opportunity Cost

FIRST APPROXIMATION COST OF DE

Use Cash Flow
Comparative Interest Rate Analysis i bl Balance at | Amount lost
beginning of in mondhbhyr Balance at
month wutility bills end of month

Interest rate of immediate financing

Interest rate of a lower financing

Cost of the equipment 251 400

Simple pagbhack

Fotential annual savings
Term of financing
Lower interest rate savings

Amount lost in utility bil

Break-Even Point

Monarkoanite ook §if dalasod 127 oo™

Opportunity Cost if delayed 12 months*
B - Cost of Delay

- T - T - R I T

= =k
= =

=
b
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ENERGY STAR Building Ident
Use of EPA Promotional Materials




Satisfy
Eligibility
Requirements

Rate Facility

Performance

Performance
Rating 75 to 100

ENERGY STAR Label

Those that qualify
are in the top 25%
of the market

A

Obtain PE Submit SEP

Verification & Application




ENERGY STAR Building Profiles

Service Provider:
Trane - Detroit District

Year Labeled: 2001
Score (by years): 77

Space Type: Office

Total Floorspace: 660,000 sf
Year Constructed: 1975
Energy Intensity: 74 kBtu/sflyr
Contract Type: Unavailable

Technologies Used:
Stage 1-Commissioning
Stage 2-Lighting
Stage 4-Fan Systems
Stage 5-Heating and Cooling
Plant

American Center Building
27777 Franklin Rd.
Southfield,MI 48034

The American Center building is a premier 25-story office tower that includes a state-of- - -
the-art conference center and an integrated retail and service complex. i < 2

WV . . . |
The building was constructed in 1975 for American Motors Corporation. Over $5 million ! #&® -

was spent on renovations to the American Center both cosmetically and

mechanically. The mechanical renovations, at a cost of $3,253,186 have a payback of 5
years with a

yearly savings of over $620,000 and allowed the building to qualify as an ENERGY
STAR building.

To qualify as an ENERGY STAR building, the American Center replaced its original
lighting fixtures, which were a fluorescent F-40 Four lamp with two standard magnetic
ballasts. The new light is a Silver Reflector and 2 F-32/T8 lamps and electronic

ballast. REDICO also changed the HVAC system to operate with a Variable Air Volume
system with Variable Frequency Drives on the main fans. The electric boilers were
replaced with high efficiency Lochinvar gas boilers lobby was changed to hot water
baseboard heat. Two new Trane chillers were installed and a Variable Frequency Drive
was installed on the

domestic boost pump system. Finally, a Trane Tracer energy management system was
installed.



EPA Resources:
Suite of Tools

* Portfolio Manager

Cash Flow Opportunity Calculator

Delta Score Estimator




Thank You
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Donald Gilligan
781.793-0250
d.d.gilligan@att.net

NAESCO/Predica

WWw.energystar.gov
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